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Fox Moth DH83C Canadian Serial No. 1 


1946 


New York Airways Twin Otter at 
J. F. Kennedy 


Brazilian Air Force Buffalo 


Gipsy Moth at Mount Dennis 1928 


Argentine Navy Twin Otter 


Forty years ago The de Havilland Aircraft of 
Canada, Limited began operations with five em- 
ployees, 1,200 square feet of working space anda 
box-car load of Cirrus Moth airplane components. 
Today, the Company employs 4,400 people in over 
a million square feet of plant and office space. 


During its forty year history de Havilland Canada 
has earned a reputation as the world’s leading 
STOL aircraft designer and for many years has 
been one of Canada’s major exporters of manufac- 
tured products. 
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Sales of $108 million in 1968 were 21% over 
the previous year’s total, and reached a record high 
for company designed products. One hundred and 
thirty-seven aircraft were delivered, eighteen more 
than in 1967; ninety-eight DHC6 Twin Otters 
are included in this year’s sales, up from sixty-six 
in the preceding year. The volume of spares sales 
continued at satisfactory levels. 

The profit on normal trade was five and one 
half million dollars before taxation in 1968, a. 
significant increase from the trading profit of $1.4 
million the previous year. Launching costs on two 
aircraft programs—the DHC-5 Buffalo and the 
DHC6 Twin Otter—although still substantial, 
were significantly lower than in 1967, and this, 
combined with increased sales, is largely responsible 
for the improvement in profit. The Company also 
received payments in 1968 from McDonnell 
Douglas Corporation totalling $5.3 million, which 
are referred to in some detail in the Notes to the 
Financial Statement (see Note 6). Taking account 
of the trading profit and income from McDonnell 
Douglas, the profit before tax for 1968 was $10.8 
million, somewhat higher than in 1967. In addition 
to this income, there was a profit on the sale of land 
and buildings at Malton, Ontario, amounting to 
about one million dollars after applicable income 
taxes. 

DHC-5 Buffalo aircraft were delivered during 
the year to the Air Force of Brazil and to the 
Canadian Armed Forces, and Brazil has ordered 


additional aircraft which will be delivered in 1970. 
There are prospects for further sales which encour- 
age us to believe this aircraft will be in production 
for some years to come. 

The DHC6 Twin Otter continues in good 
demand, particularly in the United States, where it 
fills a growing requirement for a small airliner with 
good operating economics and STOL (short take-off 
and landing) capability. Two hundred and fifty 
aircraft have been sold to date and production is 
currently at the rate of ten aircraft per month. Very 
shortly the Series 300 will be entering airline 
service; this growth version, equipped with more 
powerful engines, provides up to twenty passenger 
seats and increased capacity. There are a number of 
new aircraft of somewhat similar type under 
development in various parts of the world, which 
will undoubtedly affect sales in the future. 

The DHC-4 Caribou was produced at a 
modest rate in 1968 for customers in Australia, 
Asia and Europe. Just under three hundred of 
these aircraft have been sold since it first flew in 
1958, and production may continue into the 1970’s. 

Sales of spare parts for all types of aircraft 
were just under twenty-five million dollars, slightly 
less than the preceding year which set a record for 
the Company. We anticipate a modest decline in 
spares volume in 1969. In June 1968 a subsidiary 
company was formed, called de Havilland Canada 
Inc. and located at Chicago, Illinois, to provide 
spare parts and service on a round-the-clock basis 
to our customers in the United States. Quantities 
of spares, particularly for the Twin Otter, are 
positioned also in Nairobi (Kenya), Sydney 
(Australia), Miami (U.S.A.) and Edmonton in 
Western Canada. 

The FHE-400, a hydrofoil ship for the Cana- 
dian Armed Forces, was launched in July 1968, 
and is presently undergoing sea trials with the 
C.F. from the Port of Halifax, Nova Scotia. 

The Company continued its research effort to 
maintain its lead in the design of STOL aircraft. In 
particular, the development of the Augmentor 
Wing concept progressed in conjunction with a 


United States company on programs fully support: / 


ed by the U.S. and Canadian governments. 


As mentioned in last year’s Report to Share- 
holders, a new aircraft design was under study in 
1968, and a comprehensive, world-wide market 
survey has now been made. The DHC-7 aircraft— 
a four turbo-prop powered STOL airliner—is now 
on the drawing boards and nearing the decision to 
cut metal. We believe that significant Canadian 
Government support will be made available to 
assist in this major program. 

In September, Douglas Aircraft of Canada Ltd. 
exercised options on certain de Havilland land and 
buildings at Malton, Ontario; Douglas has been a 
tenant of de Havilland since 1965, holding an option 
to purchase the leased property. Douglas assumed 
the first mortgage on the properties; the bulk of the 
net proceeds from this sale will be necessary to 
finance replacement facilities now under construc 
tion at Downsview. 

The new facilities, concentrating our produc- 
tion at Downsview, should increase efficiency. We 
have acquired some numerically controlled ma- 
chines and have more on order; an intensive effort 
is being made to improve methods and systems, and 
work continues on manpower development and 
training. We must become more efficient to remain 
competitive in the face of steadily rising costs in 
Canada, particularly due to our reliance on exports. 
In 1968 our labour contract was renewed, develop- 
ing cost levels through 1971 that will put heavy 
pressure on our ability to compete in world markets. 
The Canadian Government continues to give major 
assistance to exporters and we anticipate the new 
Export Development Corporation will improve the 
services available to us to meet the increasingly 
dificult demands from our customers. 

We expect some reduction in sales in 1969, 
and our profit margins will be under pressure for 
the reasons already stated. The Directors wish to 
thank the entire staff for their efforts and loyalty 
in the past. 


aa 


Chairman 


President 
March 27, 1969 
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CONSOLIDATED BALANCE 


ASSETS 
1968 1967 
CurreENT ASSETS: 
11 eee Br ee a UN re at? a eins fe ge Fy $ 24,724 $ 14,278 
AACCOUNELS TECEl Va Dle tg teh etar ee net pane ee eet ee ee 17,826,531 15.01 1e270 
Due:fromiathliated com pallies seeuner era see oe ee 65,327 119,887 
Inventories, at the lower of cost and estimated realizable 
va lute, UNOte =) acceptance tice eta A are amar ea 45,754,058 34,146,519 
Prepaid ‘expenses. 7:8 seater ore ee eee ee 482,996 228,041 
64,153,636 47,619,995 
INON-@URRENE?ACCOUNTS# NECEIVABLE: wiles eet ee tte ee 3,498,302 5,368,301 
Fixep AssETs, at cost: 
Land, buildings and property improvements.............. 10,113,450 20,216,429 
Machineryeandiequipmenti.. t-te ee ee ee 6,674,037 8,022,301 
Automotive equipmentandiairctaitese: =)... ea ee 679,515 1,204,901 
17,467,002 29,443,631 
ess accumulatedsaeplecia LIOn aa. aam are en eee ee 11,545,324 18,425,341 
5,921,678 11,018,290 
PATENTS AND MANUFACTURING RIGHTS, 
at mnominall We Mie ee ne Ona ae an ra 2 2 
$73,573,618 $64,006,588 


See accompanying notes to cot 


APPROVED ON BEH. 


A. 8. KENNEDY, Director 


APD ORC AINA Ae EWE 
LY COMPANIES 


SHEET DECEMBER 31, 1968 


LIABILITIES 
1968 1967 
Current LIABILITIES: 
Bankradvanicsss(ulote 2)u.0 00.2 olen nitc Ger oe ek o- 918,134,209; $17,653,/2/ 
Accounts payable and accrued charges (Note 3).......... 13,927,010 5272745 
Due tovatnlinted ‘companies: ct@ sivey tenon scat sce anie Le 114,483 131,438 
Depasitsion sa lesicentiacts set laees < sea a wie ae 8,831,853 4,118,490 
IncomermnGOticietaxes sa qer ete ohn hae ae te eon, 3056379 5,707,187 
inst MOLteage: pay MICliLSe rere aos.es nis tira Pe mers eee =e 700,000 
44,063,930 37,838,587 
Lone-Term Dest (Note 4): 
OU RInstMMOLt Cd Ce aun: peu pa tein ne) cetroRe th Ohara Seep tre nS = 3,300,000 
Governmentcapital/assistance.s an. 2s ee ne 296,338 — 
296,338 3,300,000 
DEFERRED? INCOMEre LA SHG a eee erp ira toe eh Sa ee dD 650,000 1,100,000 
SHAREHOLDERS’ EQUITY 
Capirat Stock (Note 5): 
Authorized— 
50,000 Class A shares without par value 
10,000 Class B common shares without par value 
Issued — 
32,000 Class A shares \ Re ete yee Soe gare 306,000 306,000 
10,000 Class B common shares { 
RETAINED WE ARINENGS: Stn wen Auer teal mn cre tha hey eer eee 29,25 1,090 21,462,001 


28,563,350 21,768,001 
$73,573,618 $64,006,588 


solidated financial statements. 


LE-ORS DE BOARD: 


W. B. BOGGS, Director 


Consolidated Statement of Income and Retained Earnings 


for the year ended December 31, 1968 


Cost of sales, including research and development and all expenses 

except:items. shown, below) a... .esa nee ree ne 
Interest on, bank advances. 71uiA- huts ee One 
Interest on first mortgages a: oe 45540 aoa eee eee 


Provision for depreciation. se) emo oer eee 


Other income(Note:G)e pee ee 


Income before income taxes and extraordinary item............ 
Provision fordncome: taxes an. yon mee ae ae 


Income before extractcinaryiten = pe ee 
Profit on sale of land and buildings, less applicable income taxes of 
S315 OOO SEs Rag ee eee rh 


iNet income torthenyear GNote >) pasa ee ee ere ee 
Retained earnings at. beginning /of year. 92/44 ae ee 


Income tax provisions of prior years no longer required......... 
Retained earningsiat.end offveat me.) es ar eee 


1968 


1967 


$108,473,540 $ 89,120,395 


100,809,440 85,377,881 
933,744 991,863 
213,608 285,808 
939,044 1,091,618 

102,895,836 87,747,170 

5,577,704 1,373,225 
5,295,776 8,569,800 
10,873,480 9,943,025 
5,786,398 4,900,000 
5,087,082 5,043,025 
ene pS CER 
1,058,267 fe 
6,145,349 5,043,025 
21,462,001 16,418,976 
27,607,350 21,462,001 
650,000 = 


$ 28,257,350 $ 21,462,001 


See accompanying notes to consolidated financial statements. 


Consolidated Statement of Source and Application of Working 


Capital for the year ended December 31, 1968 


Source: 

Income for the year (in 1968 before profit on sale of land and 
Buildings) a0 fe). cats nee ed canes ee ee 

Non-cash charges deducted in arriving at net income: 
Deéprecta pionten Macterete sth ace et 
Deferred-incomestaxectes 105, - cece 2a eens eee 


Funds provided from apersticnsu an. a ee ee 
Proceeds‘ of mortgpagera pins ct olan ee ieee ae ree eee 
Sale of land and buildings less mortgage assumed by purchaser and 

applicable anicome: taxes a... 5 anew tee Mn oe eee 
Disposals of othemined adcets vance ipa ey eee nore 
Decrease (increase) in non-current accounts receivable.......... 
Income tax provisions of prior years no longer required......... 


Application: 
Additions to fixed-assets 5" sy See eicete ce one ee ee 


Resulting in an increase in working’capital of................ 


1968 


$ 5,087,082 


1967 


$ 5,043,025 


939,044 1,091,618 
(450,000) 40,000 
5,576,126 6,174,643 
— 4,000,000 
2,703,316 — 
396,638 325,135 
1,869,999 (1,888,388) 
650,000 — 
11,196,079 8,611,390 
1,184,119 711,396 
296,338 —— 
887,781 711,396 
== 700,000 
887,781 1,411,396 
$10,308,298 $ 7,199,994 


See accompanying notes to consolidated financial statements. 


Notes to Consolidated Financial Statements, December 31, 1968 


1. Inventories: 1968 1967 
Raw materials, parts ana supplies... .....-.55-.. 505. $21,162,086 $19,266,960 
WV QIU DEOCEES crate tS ue acd Wey aR he G Ree 13,683,891 19,378,523 
inishecseaircrattw@ eat 4a. ta ee ok ees ee 11,261,072 9,922,040 
46,107,049 48,567,523 
ese progressspaymecutsh «eh Anan. Gann ee as ot 352,991 14,421,004 


$45,754,058 $34,146,519 


2. Bank advances are secured by assignment of inventories, a general assignment of accounts 
receivable and, as collateral security, by the pledge of demand debentures. 


3. Accounts payable and accrued charges at December 31, 1968 include a provision of $929,500 
for warranty and service costs which has been provided in the light of current experience of 
customer service. This has reduced net income for 1968 by $435,000. 


4. On the sale in 1968 of land and buildings, comprising the Company's Malton plant and 
other adjacent property, the balance outstanding on the first mortgage was assumed by the 
purchaser. 


Government capital assistance is repayable in five annual instalments without interest. The 
amount repayable in 1969 is included in accounts payable. 


5. The Class A shares and Class B common shares rank equally in all respects except that, 
when dividends are paid, the Class A shares are entitled to a non-cumulative preferential 
dividend of $2.00 per share in any year. After payment of such a dividend both classes of shares 
rank equally as to dividends. 


6. Under the terms of a 1965 agreement the Company received payments of $5,295,776 in 
1968 and $8,569,800 in 1967 on the manufacture and delivery of DC9 aircraft components by 
Douglas Aircraft Company of Canada Ltd. to McDonnell Douglas Corporation. The final 
payments required by the agreement, approximately $165,000, are expected to be received 
during the first part of 1969. 


7. At December 31, 1968 unfunded past service pension costs amounted to approximately 
$10,400,000. These costs are to be amortized by payments over twenty-one years. 


8. For 1968 the remuneration of directors and senior officers amounted to $280,330. 


9. Commitments for capital expenditures at December 31, 1968, mainly for buildings under 
construction, amounted to $3,355,000. 


10. The Company is contingently liable for $845,000 on discounted notes receivable. 


Auditors’ Report 


To the Shareholders of 
The de Havilland Aircraft of Canada, Limited: 


We have examined the consolidated balance sheet of The de Havilland Aircraft of 
Canada, Limited as at December 31, 1968 and the consolidated statements of income 
and retained earnings and source and application of working capital for the year 
then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the 

companies as at December 31, 1968 and the results of their operations and the source 

and application of working capital for the year then ended, in accordance with 

generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 

PRICE WATERHOUSE & CO. 

Chartered Accountants. 


Toronto, Canada. 
March 14, 1969. 
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In March 1928 the Company made a 
humble beginning in a wooden building 
40 ft. by 30 ft. which served as both 
assembly shed and flight hangar. It was 
from this shed that 62 Moth aircraft, 
assembled from parts shipped from the 
parent Company in England, were deliv- 
ered during the first year of operation. In 
those early years the Company played a 
vital role in the development of bush 
flying in Canada. 

During its forty year history de 
Havilland Canada has progressed from 
the role of aircraft assembler, wartime 
manufacturer of more than 3,000 aircraft, 
to aircraft designer and now to its present 
role as a world leader in the design and 
manufacture of STOL (short take-off and 
landing) aircraft. 

.With sales for 1968 of more than one 
hundred million dollars and an increasing 
volume of export business, the Company 
enters the next decade conscious of its 
important contribution to the Canadian 
economy. Supported with the knowledge 
that the world market for aircraft is 
growing at a rate which exceeds even the 
most optimistic predictions made ten 
years ago, de Havilland Canada is main- 
taining an intensive effort to improve its 
competitive position and secure for Can- 
ada a significant place in the world 
aviation market. 
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